AGENDA
EXECUTIVE FINANCE COMMITTEE
March 27, 2008 at 1:30 P.M.
Location: Treasury Conference Room, KC Admin. Bldg., Room 610 (6" Floor)

Committee Members: Councilmember Larry Phillips, Chair; Bob Cowan, Director OMB; Ken Guy, Director
FBOD:; Jim Buck, County Administrative Officer

Staff: Phil Sanders, Treasury Manager; Mike Smith, Investment Officer; Dave Turley, Financial
Accounting Supervisor

AGENDA ITEMS

Action: Approval of Minutes of the February 28, 2008 Executive Finance Committee meeting. (page 2)

2. Briefing: Update on investment pool fee issue.
Ken Guy, Finance Director

3. Action: Motion to reduce the investment pool fee for all county funds from the current 20 basis points to 15
basis points. !
William Nogle, Senior Principal Legislative Analyst

4. Briefing: Discussion of the current reporting on the investment pool that is provided to the EFC and the merits
of more frequent mark to market reports.
William Nogle, Senior Principal Legislative Analyst

5. Briefing: Investment Pool: Restructuring Options and Recovery Strategies (pages 3-20)
Ken Guy, Finance Director

6. Briefing: Interfund Borrowing for February 2008
e Automated Lending & Borrowing. County Tier 2 Funds — Interest on Interfund Loans (page 21)
e Pooled Tier 1 County Funds with Negative Cash Balances (page 22)
e Excluded County Funds with Negative Balances - Tier 2 Funds Not Paying Interest (page 23)
Dave Turley, Financial Accounting Supervisor

e Interfund Loans Among Non-County Funds (pages 24-25)

e Interfund Borrowings — EFC Approved Loans (page 26)
Mike Smith, Investment Officer

7. Briefing: February 2008 Investment Summary
¢ Investment Purchase Summary (page 27)
Reverse Repo Analysis and Policy Compliance (page 28)
Residual Investment Fund Summary (page 29)
Issuer Diversification and Credit Exposure Report (page 30)
Investment performance review (pages 31-35)
Interest Rate Summary (page 36)
Mike Smith, Investment Officer

8. Action: Committee’s direction for investment of idle cash balances of specific County funds not needed for
immediate expenditure. :

Staff Recommendation: Direct the Treasury to maintain the maximum average duration of the core portfolio
at the 1.25 to 1.8 year range (was 1.4 to 2.2 years) and the maximum average maturity for the liquidity
portfolio at 30 to 100 days (no change from last meeting).

Mike Smith, Investment Officer

OTHER BUSINESS
ADJOURNMENT
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EXECUTIVE

MINUTES .
FINANCE COMMITTEE

February 28, 2008
The Executive Finance Committee (EFC) Meeting was held February 28, 2008 at 1:30 p.m.

Members Present  Others Present Others Present (Continued) Members Absent

Jim Buck Joanna Valeri, K&L Gates Peggy Pahl Larry Phillips

Bob Cowan Janene Fogard, Lake Wash SD Phil Sanders

Ken Guy Jake Kuper, Issaquah SD Mike Smith

Martin Turney, Issaquah SD Scott Matheson
John Rose, Advisory Panel Pete Anthony
Mary Ellen Mullen, Advisory Panel Dave Turley
William Nogle Hall Walker
Mamie Marcus Anthony Cacallori
Pat Hamacher Dana Spencer
Caroline McShane John Klein
Michael Strouse

ACTION ITEMS

1. Minutes — The Committee approved the Minutes of the January 31, 2008 EFC meeting.

2. Interfund Loan — The Committee unanimously approved the request by the Printing/Graphics Fund to increase
its authorized interfund loan amount to $2.2 million through December 31, 2008.

3. Investment Direction — The Committee approved the Treasury recommendation to maintain the maximum
average duration of the core portfolio at the 1.4 to 2.2 year range and the maximum average maturity for the
liquidity portfolio at 30 to 100 days.

BRIEFINGS

1. Investment Pool Fee — The Committee reviewed the draft issue paper titled Investment Pool Fees and Options.

The Committee stated that it would also seek comments from the Investment Advisory Panel, school districts
and other pool participants before formalizing a decision on pool fees sometime in the first half of 2008.

Interfund Borrowing — The Committee was provided a review of interfund borrowings during January 2008.

Investment Review for January 2008 — The Committee was provided a review of investment performance,
activity, and the distribution of investment holdings by maturity, security type, credit rating, and issuer.
Analysis of actual versus budgeted amounts for Pool earnings and fees were reviewed. Reverse repurchase
activity for the month was also reviewed, and the Committee was briefed on the current interest rate and
economic environment.

EXECUTIVE SESSION 1 .

The Committee announced that the EFC would convene an executive session authorized under RCW 42.30.
1 10. to discuss with legal counsel representing the agency matters relating to agency enforcement actions, or
to discuss with legal counsel representing the agency litigation or potential litigation to which the agency,
the governing body, or a member acting in an official capacity is, or is likely to become, a party, when
public knowledge regarding the discussion is likely to result in an adverse legal or financial consequence to
the agency. The Committee reconvened the meeting.

EXECUTIVE SESSION 11

The Committee announced that the EFC would convene another executive session authorized under RCW
42.30.1 10. to discuss with legal counsel representing the agency matters relating to agency enforcement
actions, or to discuss with legal counsel representing the agency litigation or potential litigation to which the
agency, the governing body, or a member acting in an official capacity is, or is likely to become, a party,
when public knowledge regarding the discussion is likely to result in an adverse legal or financial
consequence to the agency. The Committee reconvened the meeting.

OTHER BUSINESS

The Committee members agreed to schedule a special meeting of the EFC in two weeks.

A

“~K€n Guy, Finance Director
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INVESTMENT PURCHASES SUMMARY

FEBRUARY 2008
OVERNIGHT REPOS

TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
FIRST BOSTON 20 $1.660,000,000 1.58 3.12%

TERM REPOS

TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
FIRST BOSTON ] $ 1,880,000,000 '20.00 3.13%

DISCOUNT NOTES
TOTAL FACE AVG  AVG
DEALER BUYS AMOUNT TOTALCOST  DAYS  YIELD
DEUTCHEBANK 1 $ 50,000,000 $ 49,451,278 166.00 2.44%
FIRST BOSTON 1 60,000,000 59,652,217 77.00 276
SMITH BARNEY 2 60,000,000 59,284,678 180.33  2.44
TOTAL 4 $ 170,000,000 139.52 2.50%
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RESIDUAL INVESTMENT FUND SUMMARY

DATE: 03/24/2008

Amount Percent of Cumulative Average
Maturity Ran Invested ‘ Portfolio Percentag Yield
1 - 29 Days 1,139,166,156 29.8% 3.13%
30 - 59 Days 402,303,190 ' 10.5% 40.3% 4.38%
60 - 89 Days 451,578,552 11.8% 52.2% 4.67%
90 - 119 Day 366,931,172 9.6% 61.8% 3.82%
120 - 149 Da 242,653,210 6.4% 68.1% 3.38%
150 - 179 Da 158,603,550 4.2% 72.3% 3.27%
180 - 364 Da 62,335,000 1.6% 73.9% 4.66%
1 - 2 Years 69,893,708 1.8% 75.7% 4.,94%
2 - 3 Years 174,313,053 4.6% 80.3% 5.12%
3 - 4 Years 268,425,229 7.0% 87.3% 5.50%
4 - 5 Years 299,949,623 7.9% 95.2% 5.28%
5+ Years 184,352,743 4.8% 100.0% 2.03%

TOTAL 3,820,505,187 100.0%
Amount Percent Of
Security Type Invested Portfolio Limits
Repurchase Agreements 198,000,000 5.2% 40%
Certificates of Deposit 667,498,718 17.5% 20%
State Investment Pool 356,894,503 9.3% 100%
Commercial Paper 194,504,182 5.1% 25%
Bankers' Acceptances 0 0.0% 40%
Treasuries 49,749,750 1.3% 100%
Agencies 2,207,633,242 57.8% 75%
Mortgage Backed Securities 82,713,683 2.2% 25%
Municipals 63,511,109 1.7% 20%
TOTAL 3,820,505,187 100.0%

Average Yield = o 3.96%
Average Days to Maturity = 742 .56
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RESIDUAL INVESTMENT POOL
ISSUER DIVERSIFICATION AND CREDIT EXPOSURE

2/29/08

Credit Agency Ratings (1) Bank Ratings (2)
CDs --7.5% PER ISSUER. IDC RATING: 3 OR BETTER Book Value % of Portfolio S&P Moody's  Fitch DC CAEL™
Key Bank 252,271,350.51 6.3% A-1 P-1 F1 1 3
Bank of America 100,000,000.00 2.5% A-1+ P-1 F1+ 1 3
U.S. Bank 100,000,000.00 2.5% A1+ P-1 F1+ 1 2
Washington Mutual Bank 100,000,000.00 2.5% A-2 P-2 F2 2 4
Commerce Bank 50,000,000.00 1.2% F1 1 2
Homestreet Bank 50,000,000.00 1.2% ] 1 2
Sterling Savings Bank 50,000,000.00 1.2% F3 1 2
Washington Federal S&L 50,000,000.00 1.2% F1 1 2
Frontier Bank 25,000,000.00 0.6% 1 2
COMMERCIAL PAPER -- 5% PER ISSUER. RATED BY 2 AGENCIES; RATING OF AT LEAST A-1, P-1, OR F1.
Mainsail I LLC 52,950,977.63 1.3% NR . NP
Victoria Finance LLC 51,937,148.61 1.3% D NP
Cheyne Finance LLC 48,688,083.13 1.2% D NP
Rhinebridge LLC 41,132,886.53 1.0% D NP D
REPURCHASE AGREEMENTS -- 10% PER ISSUER
Credit Suisse LLC 252,000,000.00 6.3% A-1+(NW) P-1 F1+
INVESTMENT POOLS -- 100% PER ISSUER
Washington State Treasurer's LGIP 355,809,034.37 8.9% NR NR NR
u.s. GOVERNMENT (Fuli Faith & Credit) -- 100% PER ISSUER
U.S. Treasury Obligations - 0.0% AAA Aaa AAA
MUNICIPAL OBLIGATIONS (Taxable) - 5% PER ISSUER. CREDIT RATING OF AT LEAST "A"
Seattle School District No. 1 22,798,429.94 0.6% AA+ Aat
Sacramento County, CA 20,229,682.64 0.5% A+ A2 AA(NW)
City of Phoenix, AZ 15,000,000.00 0.4% AAA Aat
State of New Jersey 3,147,996.54 0.1% AA Aa3 AA-
Westchester County, NY 2,335,000.00 0.1% AAA Aaa AA+
FEDERAL AGENCY OBLIGATIONS (GSEs) -- 50% PER ISSUER
Federa!l National Mortgage Association (FNMA) 1,000,607,531.19 25.0% AAA Aaa AAA
Federal Home Loan Bank (FHLB) 796,403,975.04 19.9% AAA Aaa AAA
Federal Home Loan Mortgage Corporation (FHLMC) 568,807,647.21 14.2% AAA Aaa AAA

4,009,119,743.34 100.0%
Overview of Rating Agency Credit Scores

(1) The table in the lower-right comer gives the range of n COng-Termr—
investment grade credit ratings. Shm'teg"m de Grade
(2) IDC Bank ratings are provided by IDC Financial Publishing: Highest Lowest Highest Lowest
1=Superior, 2=Excellent, 3=Average, 4=Below Average, 5=Lowest.
Safe & Sound CAEL is a bank rating service provided by S&p A+ A3 AAA BBE-
Bankrate.com: 1=Superior, 2=Sound, 3=Performing, 4=Below Moody's P-1 P-3 Aaa Baa3
Average, 5=Weak. Fitch Fi+ F3 AAA BBS-

Note:(NW) equals negative credit watch & (NO) equals negative outlook.

EFC - Page 30



TOTAL RESIDUAL FUND

EARNINGS DISTRIBUTION RATE

8.00% 15:24% 5179 521% 5.22% 5.25% 5.25% 5.24% 5.22% 180
4.81% 4.76% 1 1.60
5.00% | E———1% - = * = ° 456%  438% 428%
: 1 1.40
2 4.00% | 1120 ¢
- 1.00 £
© 3.00% ©%
£ 1080 3
& 2.00% -+ - 0.60
A 0.57 0.56 - 0.
1.00% + 051 944 047 049 047  0.47 40
4 0.20
0.00% t : + t t } ; + : ; } : 0.00
Feb-07 Mar-07 Apr-07 May-07  Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08 Feb-08
—— MONTH AVERAGE =#&»DURATION
AVERAGE BALANCE
6,000
4,819
5,000
4,030
4,000 oy
1)
o
(=]
= 3,000 e e S ——
s
L2 3
2,000
964 | ggo | sag | 897 | 980 | 947 | 953 | 1023 1,072 | 1,065 | 1,031 | 1,028
1,000 'm"—.:z.__.__ & ol .__——. - = - 1,08
Feb-07 Mar-07 Apr-07 May-07 Jun-07  Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08 Feb-OB
—— AVERAGE CORE MAX. CORE(PER K.C. POLICY) w#= AVERAGE TOTAL RESlDUALJ

CX FUND YTD INTEREST EARNINGS

February 29, 2008

BUDGET (1) ACTUAL DIFFERENCE
YTD AVG BALANCE (millions) $197 $168 ($29.4)
YTD YIELD 4.15% 4.35% 0.20%
INTEREST DISTRIBUTION ($)  $1,340,965 $1,197,877 ($143,088)
AUTOMATIC INTEREST ($) $0 $22.398 $22.398
TOTAL INTEREST ($) $1,340,965 $1.220.275 ($120.690)
YTD POOL FEE REVENUE
BUDGET ACTUAL DIFFERENCE
POOL FEE DUE TO CX $944,167 $1,021,901 $77.734
POOL FEE DUE TO FBOD $25,000 $23.415 ($1,585)
TOTAL YTD POOL FEES 969,167 1,045,316 $76.,150
YTD TOTAL POOL
DISTRIBUTION $28,496,075

(1) Average budgeted yield for the entire year is 3.48% (simple average).
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Money fund data: IBC/Donoghue Money Fund Report Averages seven day money market fund indexes.

State Pool data:

Monthly State of Washington Local Government Investment Pool report.
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CORE POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS
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Merrill Lynch index: Bloomberg Financial Markets
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MORTGAGE-BACKED POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS
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$ Thousand

GAIN / LOSS SUMMARY

RESIDUAL FUND: TOTAL REALIZED GAIN OR LOSS
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INTEREST RATE SUMMARY
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—®—(03/26/08 — O— 2/27/2008 &1 YEARAGO O KING COUNTY POOL 4.28%

03/26/08 2/27/2008 1 YEAR AGO

Fed Fund Target 2.25% 3.00% 5.25%
3M T-Bill 1.38% 2.00% 5.07%

6M T-Bill 1.49% 2.02% 5.08%

1Y T-Note 1.63% 1.95% 4.90%

2Y T-Note 1.70% 2.00% 4.59%

5Y T-Note 2.55% 2.88% 4.50%
10Y T-Note 3.50% 3.87% 4.61%
30Y T-Note 4.34% 4.67%| - 4.80%
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